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ABSTRACT 


State  and  local  government  employment  more  than  doubled  between  1957  and  1977. 
Changes  in  public  employment  could  adversely  affect  nonmetropolitan  areas  if  govern¬ 
ments  provide  an  important  source  of  work  and  earnings  opportunities.  The  government 
sector:  had  more  employment  and  earnings  than  private  sectors  in  more  nonmetro  than 

metro  counties;  was  either  the  first  or  second  most  important  employer  in  40  percent 
of  nonmetro  counties;  had  as  much  as  25  percent  of  total  employment  in  less  than  seven 
percent  of  nonmetro  counties;  employment  was  more  important  than  government  earnings; 
was  more  important  in  counties  adjacent  to  than  in  counties  not  adjacent  to  SMSAs . 
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INTRODUCTION 


This  paper  examines  State  and  local  government  employment  and  earnings  relative 
to  specified  private  sectors  to  identify  the  role  or  importance  of  government  in  local 
county  economies.  This  should  be  useful  to  local  officials  and  the  general  public  to 
assist  the  evaluation  of  the  direct  impact  which  could  occur  with  changes  in  govern¬ 
mental  employment  and  earnings . 

State  and  local  governments  are  frequently  viewed  as  tax  collectors  and  providers 
of  services  promoting  and/or  protecting  the  public's  health  and  welfare.  The  roles  of 
tax  collector  and  service  provider  requires  personnel  creating  yet  another  role  for 
governments:  the  role  of  employer  providing  a  source  of  employment  and  earnings  like 
any  other  industry.  Governments'  role  of  employer  has  not  received  much  attention  al¬ 
though  the  magnitude  of  and  growth  in  public  employment  has  elicited  much  recent  com¬ 
ment  primarily  from  the  focus  of  budgetary  impacts.  Restrictions  on  State  or  local 
governmental  revenues  initiated  in  some  States  through  avenues  such  as  California's 
Proposition  13  and  ceilings  on  expenditures  initiated  in  other  States  may  result  in  a 
decrease  in  the  State  and  local  governmental  work  force  in  the  future.  Some  of  the 
initial  impacts  associated  with  California's  Proposition  13  have  been  documented  by 
Levenson  (2^)  .  1/ 

Many  State  and  local  government  employment  opportunities  are  located  in  nonmetro¬ 
politan  areas  and  may  constitute  an  important  source  of  employment  and  income  in  rural 
areas.  In  1977,  over  2.5  million  local  government  employees  (27  percent)  were  located 
outside  Standard  Metropolitan  Statistical  Areas  (3,  p.  20).  2/  A  change  in  the  role 
of  governments  as  a  source  of  employment  could  therefore  adversely  affect  nonmetropoli 
tan  areas  depending  upon  the  existing  importance  of  government  in  providing  work  and 
earnings  opportunities  relative  to  other  sectors  in  the  nonmetropolitan  economy.  The 
potential  short  run  impact  from  a  reduction  in  governmental  employment  would  be  affect 
ed  by  factors  such  as  the  unemployment  rate,  concentration  of  fast  growth  or  slow 
growth  industries,  employment  and  earnings  multipliers,  and  so  forth.  Such  refine¬ 
ments  will  not  be  considered  here  however. 


*Economist,  Economics,  Statistics,  and  Cooperatives  Service,  U.S.  Department  of  Agri 
culture,  stationed  with  the  Department  of  Economics  and  Business,  North  Carolina  State 
University,  Raleigh. 

1/Underlined  numbers  refer  to  items  in  References. 

^/Comparable  data  were  not  available  for  State  government. 
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This  paper  is  organized  in  the  following  way.  First,  the  level  of  and  change  in 
sector  employment  is  examined  on  a  national  level  to  indicate  the  changing  status  of 
governmental  employment.  Then  State  and  local  governmental  employment  and  earnings 
from  such  governmental  employment  will  be  examined  separately  to  identify  the  relative 
importance  of  governments  in  local  economies.  The  importance  of  government  will  be 
assessed  in  several  ways.  First,  the  number  of  counties  where  governmental  employment 
and  earnings  exceeds  the  employment  and  earnings  for  specified  broad  sectors  provides 
a  general  view  of  the  relative  size  of  government  relative  to  other  sectors.  Second, 
the  number  of  private  sectors  within  the  county  exceeded  by  government  indicates  the 
ranking  of  government  relative  to  private  sectors.  Third,  government  as  a  percentage 
of  private  sector  employment  and  earnings  indicates  the  overall  importance  of  govern¬ 
ment  within  local  economies.  Finally,  the  importance  of  governmental  employment  and 
earnings  in  the  aggregate  is  examined. 

To  assist  the  description  of  the  role  of  governments,  data  for  metropolitan  and 
nonmetropolitan  counties  are  presented.  Both  metropolitan  and  nonmetropolitan  counties 
are  further  separated  into  a  total  of  ten  components  based  on  the  size  of  the  metro¬ 
politan  area  in  the  first  case  and  based  on  the  number  of  urban  residents  and  adja¬ 
cency  to  a  metro  area  in  the  second  case.  _3/  The  number  of  counties  reported  do  not 
necessarily  correspond  with  the  total  number  of  counties  or  county  equivalents  because 
some  areas  were  summed  together  and  two  states  were  not  included.  4/ 


THE  LEVEL  OF  EMPLOYMENT 

Manufacturing  employment  totaled  over  20  million  persons  in  1978  followed  by 
trade,  services,  and  government  (table  1).  Employment  in  the  services  sector  exceeded 
government  employment  for  the  first  time  in  1977.  State  and  local  governments  employed 
12.7  million  in  1978.  The  2.8  million  Federal  Government  employees  or  family  farm 
workers  exceeded  local  government  employees  located  outside  Standard  Metropolitan 
Statistical  Areas  by  only  300,000  employees. 

The  national  transition  toward  a  services  oriented  economy  is  apparent  from  the 
1958-78  growth  rates  for  services  (136  percent) ,  State  and  local  government  (125  per¬ 
cent),  finance,  insurance  and  real  estate  (89  percent),  and  retail  trade  (87  percent) 


3/The  metropolitan  (SMSA)  classification  included  counties  that  were:  1)  Greater 
metropolitan — at  least  1  million  population  in  1970.  This  was  divided  into  "core" 
counties — those  containing  the  primary  central  city — and  the  "fringe"  counties — subur¬ 
ban  counties.  2)  Medium  metropolitan — counties  of  SMSAs  that  have  population  from 
250,000  to  999,999.  3)  Small  metropolitan — counties  of  less  than  250,000  population. 

Nonmetropolitan  counties  included  counties  that  were:  1)  Urbanized — an  aggregate 
urban  population  of  at  least  20,000  residents.  2)  Less  urbanized — an  aggregate  urban 
population  of  2,500  to  19,999.  3)  Totally  rural — no  urban  population.  Each  nonmetro¬ 

politan  category  was  separated  into  those  counties  adjacent  to  a  SMSA  and  those  not 
adjacent  to  a  SMSA.  This  classification  system  is  discussed  in  detail  in  (JL,  pp.  3, 

4) .  This  analysis  is  based  on  SMSA  classifications  as  of  1975  to  coordinate  with 
other  work  being  conducted  on  governmental  employment.  Adj acent-nonad j acent  adjust¬ 
ments  were  made  to  accommodate  the  change  from  that  used  in  (30  . 

/(■/This  report  is  an  outgrowth  of  a  temporal  study  on  local  government  employment. 

To  accommodate  the  longitudinal  study,  it  was  necessary  to  combine  Virginia  independent 
cities  with  the  counties  of  which  they  were  formally  a  part  and  to  exclude  Alaska  and 
Hawaii.  In  addition,  it  was  necessary  to  aggregate  a  few  areas  to  accommodate  Census 
of  Governments  data  availability.  Therefore,  not  all  of  the  available  unpublished 
BEA  data  were  utilized  for  this  report. 
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(table  1) .  The  rapid  growth  of  State  and  local  (hereafter  referred  to  as  SNL)  govern¬ 
ments  resulted  in  governments  employing  an  increasing  percentage  of  the  labor  force  and 
employment  through  time.  In  1950  SNL  governments  employed  6.4  percent  of  the  labor 
force  and  9.1  percent  of  the  employees  on  payrolls  of  nonagricultural  establishments 
(table  2).  By  1978,  these  percentages  had  increased  to  12.4  percent  and  14.8  percent, 
respectively.  Private  employment  decreased  about  1.8  million  persons  between  1974  and 
1975  creating  a  condition  where  government  employment  as  a  percentage  of  either  the 
labor  force  or  employment  peaked  in  1975.  As  the  economy  recovered  between  1975  and 
1978,  the  percentage  of  the  labor  force  and  employment  in  SNL  governments  decreased 
although  the  percentages  for  1978  remained  higher  than  for  1974. 


STATE  AND  LOCAL  GOVERNMENT  EMPLOYMENT  AND  EARNINGS 

With  local  government  employees  in  nonmetropolitan  areas  approaching  the  total 
number  of  farm  family  workers,  and  with  State  and  local  governments  accounting  for  an 
increasing  proportion  of  employment,  the  public  sector  may  be  an  important  source  of 
employment  and  earnings  in  local  areas.  The  remainder  of  this  paper  examines  SNL 
government  employment-earnings  relative  to  selected  private  sectors  to  determine  the 
role  of  State  and  local  governments  in  local  county  economies,  especially  those  in 
nonmetropolitan  America. 

The  Importance  of  Government  Employment 

While  employment  by  State  and  local  governments  increased  rapidly  for  the  past  20 
years,  the  importance  of  governmental  employment  in  local  areas  varied  considerably. 
Employment  by  governments  exceeded  the  employment  in  mining,  construction,  and  the 
combined  transportation-communications-public  utilities  sector  in  over  95  percent  of 
the  counties  in  both  1976  and  1969  (table  3) .  The  differences  between  metropolitan 
and  nonmetropolitan  areas  or  their  subclassifications  were  slight  for  these  three 
sectors.  For  the  purposes  of  this  analysis,  these  three  sectors  are  not  particularly 
interesting . 

Government  employment  was  greater  than  the  employment  in  the  farming,  wholesale- 
retail  trade,  or  manufacturing  sectors  in  approximately  one-half  of  the  U.S.  counties 
(table  3).  The  percentage  of  counties  with  government  employment  larger  than  sector 
employment  increased  between  1969-76  for  farming  and  manufacturing  but  remained  basi¬ 
cally  unchanged  for  total  trade.  There  was  considerable  variation  among  these  sectors 
in  the  percentages  of  counties.  Governmental  employment  was  greater  than  farming  em¬ 
ployment  in  85  percent  of  the  metro  counties  compared  with  40  percent  of  the  nonmetro 
counties  as  might  be  expected.  In  contrast,  government  employment  was  greater  than 
manufacturing  employment  in  38  percent  of  metro  counties  and  55  percent  of  nonmetro 
counties.  For  both  farming  and  manufacturing,  the  percentage  of  nonmetro  urbanized 
counties  with  government  employment  greater  than  sector  employment  was  contained  with¬ 
in  the  range  of  percentages  for  the  metro  classifications.  The  similarity  between 
urbanized  nonmetro  and  the  metro  classifications  also  persisted  for  the  services  and 
total  trade  sectors.  In  other  words,  urbanized  nonmetro  counties  were  more  similar  to 
metro  counties  than  to  the  remaining  nonmetro  counties  for  the  percentage  of  counties 
where  governmental  employment  was  larger  than  sector  employment. 

Government  employment  in  totally  rural  counties,  those  counties  with  no  popula¬ 
tion  living  in  places  of  2,500  or  more,  was  larger  than  the  selected  private  sectors 
employment  in  over  three-fourths  of  the  counties  except  for  manufacturing  in  counties 
adjacent  to  SMSAs  and  agriculture-farming.  Governmental  employment  was  therefore  more 
important  for  totally  rural  counties.  That  is.  State  and  local  governments  provided 
more  employment  relative  to  private  sectors  in  a  larger  percentage  of  totally  rural 
counties.  The  changes  in  percentages  between  1969  and  1976  were  not  consistent  be¬ 
tween  counties  adjacent  to  SMSAs  and  counties  not  adjacent  to  SMSAs.  In  general,  the 
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Table  1 — Total  employment  on  payrolls  of  nonagricultural  establishments  and  agricultural  employment,  1978 


Sector 

Number 

Change 

1958-78 

Sector 

Number 

Change 

1958-78 

(thou. ) 

(Pet.) 

(thou. ) 

(Pet.) 

Manufacturing 

20,332 

27.5 

Nondurable  goods  mfg. 

8,172 

14.8 

Wholesale  and  retail  trade 

19,394 

80.4 

Wholesale  trade 

4,898 

64.3 

Services 

15,979 

136.2 

Transportation  and  public 

Government  1/ 

15,476 

97.4 

utilities 

4,859 

22.2 

Finance,  insurance,  and 

real  estate 

4,676 

88.5 

Retail  trade 

14,496 

86.6 

Construction 

4,212 

49.5 

State  and  local  government 

12,723 

125.3 

Agriculture 

3,342 

-40.2 

Durable  goods  mfg. 

12,160 

37.7 

Federal  government 

2,753 

25.6 

Mining 

837 

11.5 

_Vlncludes  Federal,  State  and  local  government. 
Source :  (4) 


Table  2 — State  and  local  government  employment  as  a  percentage  of  labor  force  and  employment,  1970-78 
and  selected  years 


Year 

Labor 

Total  _l/ 

force 

Civilian 

Employment 

Total  2/  Priyate 

Year 

Labor 

Total 

force 

1/  Civilian 

Employment 

Total  2/  Pr|^ate 

- Percent- 

- Percent - 

1950 

6.4 

6.6 

9.1 

10.5 

1972 

12.0 

12.3 

14.5 

17.6 

1955 

6.9 

7.3 

9.3 

10.8 

1973 

12.2 

12.5 

14.4 

17.6 

1960 

8.4 

8.7 

11.2 

13.3 

1974 

12.3 

12.6 

14.6 

17.9 

1965 

10.0 

10.3 

12.7 

15.2 

1975 

12.6 

12.9 

15.5 

19.2 

1976 

12.5 

12.8 

15.3 

18.8 

1970 

11.4 

11.9 

13.9 

16.8 

1977 

12.4 

12.7 

15.0 

18.4 

1971 

11.7 

12.1 

14.3 

17.5 

1978 

12.4 

12.7 

14.8 

18.1 

^./Includes  Armed  Forces 

2/Employment  on  payrolls  of  nonagricultural  establishments  excluding  Armed  Forces. 
^/Excludes  governmental  employment. 

Source:  (4) 
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^/Adjacent  to  a  SMSA. 

2/Not  adjacent  to  a  SMSA. 

^/Transportation,  utilities,  and  communication. 


percentage  of  counties  with  government  employment  greater  than  private  sector  employ¬ 
ment  increased  more  in  those  areas  adjacent  to  SMSAs  than  in  areas  not  adjacent  to 
SMSAs . 

The  role  of  governments  as  a  source  of  employment  relative  to  selected  private 
sectors  sometimes  varied  by  metropolitan  status.  There  was  little  variation  relative 
to  mining,  construction,  and  transportation-utilities  sectors  with  governments  almost 
always  having  more  employees.  For  farming,  manufacturing,  trade  and  services,  non¬ 
metro  urbanized  counties  had  results  more  like  those  found  for  metropolitan  counties 
rather  than  those  of  the  remaining  nonmetro  counties.  A  greater  percentage  of  less 
urbanized  and  totally  rural  counties  had  more  governmental  employees  than  selected 
private  sector  employees  except  in  farming  and  agriculture.  Comparing  governmental 
employment  with  individual  sectors  indicated  the  number  of  counties  where  governmental 
employment  was  larger  than  a  specific  sector  but  provided  no  direct  information  on 
governmental  employment  relative  to  all  sectors  within  the  county.  The  frequency  of 
governmental  employment  exceeding  sector  employment  is  therefore  discussed  below. 

The  number  of  sectors  within  the  county  where  government  employment  exceeded 
specified  sector  employment  is  discussed  in  this  section.  The  number  of  sectors  where 
government  employment  exceeded  private  sector  employment  established  the  basic  rank  of 
the  public  sector.  Eight  sectors  were  included  for  examination:  construction,  farm¬ 
ing,  manufacturing,  mining,  retail  trade,  services,  total  trade,  and  transportation- 
communications-utilities  (TCU) .  5/  Therefore,  the  number  of  sectors  where  government 
employment  could  exceed  private  sector  employment  ranged  from  0  to  8.  Employment  in 
construction,  mining,  and  TCU  exceeded  governmental  employment  in  relatively  few 
counties  but  could  be  especially  important  in  some  nonmetro  counties.  Therefore,  in¬ 
cluding  these  sectors  placed  the  practical  floor  at  3  for  many  counties. 

State  and  local  governments  had  more  employment  than  any  other  sector  in  over  11 
percent  of  the  counties  in  1976,  an  increase  from  8  percent  in  1969  (table  4).  In 
both  1976  and  1969,  governments  had  the  most  employees  of  any  sector  in  fewer  nonmetro 
counties  than  metro  counties.  In  contrast,  when  first  and  second  largest  employers 
were  examined  in  combination,  a  greater  percentage  of  nonmetro  counties  than  metro 
counties  had  governments  as  either  the  first  or  second  most  important  employer.  That 
is,  governmental  employment  exceeded  the  employment  of  either  7  out  of  8  or  all  8 
sectors  in  29  percent  of  metro  and  40  percent  of  nonmetro  counties  in  1976.  In  1969, 
these  percentages  were  25  percent  and  35  percent,  respectively.  Governments  were 
either  the  first  or  second  most  important  employer  in  over  one-half  of  totally  rural 
counties  in  1976.  In  those  totally  rural  counties  where  government  was  the  second 
most  important  employer,  farming  was  probably  the  most  important  employer. 

The  percentage  of  the  county  work  force  employed  by  State  and  local  governments 
was  the  third  way  of  examining  the  relative  importance  of  governmental  employment  in 
local  economies.  While  the  national  average  was  over  15  percent  SNL  government  (table 
2),  almost  60  percent  of  the  U.S.  counties  had  less  than  15  percent  of  the  work  force 
employed  by  SNL  governments  (table  5) .  Governments  employed  less  than  ten  percent  of 
the  work  force  in  about  14  percent  of  the  U.S.  counties.  Almost  65  percent  of  the 
metro  counties  and  58  percent  of  the  nonmetro  counties  had  less  than  15  percent  of  the 
total  work  force  employed  by  government.  Less  than  one-half  of  totally  rural  counties 
but  over  60  percent  of  the  remaining  nonmetro  counties  had  governmental  employment 
accounting  for  less  than  15  percent  of  the  work  force.  The  percentages  associated 
with  fringe,  medium,  and  small  metro  counties  were  similar  to  urbanized  and  less  ur¬ 
banized  nonmetro  counties. 


_5/The  "agriculture"  sector  was  dropped  from  this  analysis  since  there  were  only 
slight  differences  found  between  "farming"  and  "agriculture".  Although  retail  trade 
is  a  component  of  total  trade,  there  were  considerable  differences  between  the  two  as 
illustrated  in  table  3. 
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Table  4 — Frequency  distribution  of  counties  based  on  the  number  of  sectors  where  government  employment  exceeded 

sector  employment,  by  metropolitan  status,  1976  and  1969 
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1/ Adjacent  to  a  SMSA. 
2/Not  adjacent  to  a  SMSA. 
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_1/ Adjacent  to  a  SMSA. 
2/Not  adjacent  to  a  SMSA. 


Farming  was  the  most  important  sector  in  totally  rural  counties  not  adjacent  to 
SMSAs  followed  by  government,  manufacturing,  and  total  trade  employment  based  on  aver¬ 
age  employment  in  each  sector  (table  6).  In  totally  rural  counties  adjacent  to  SMSAs, 
farming  was  still  the  dominant  employer  followed  by  manufacturing,  government  and  total 
trade.  For  the  remaining  categories  of  nonmetro  counties,  manufacturing  was  the  most 
important  source  of  employment  while  government  was  no  higher  than  the  third  most  im¬ 
portant  sector. 

In  summary,  the  role  of  governmental  employment  varied  by  geographic  area.  The 
distinctions  between  metro  and  nonmetro  counties  were  slight  for  the  mining,  construc¬ 
tion,  and  TCU  sectors.  For  the  six  remaining  sectors,  the  distinctions  between  metro 
and  nonmetro  counties  were  quite  clear.  However,  there  was  as  much  variation  within 
nonmetro  categories  as  between  metro-nonmetro  classifications.  Nonmetro  urbanized 
counties  were  more  similar  to  metro  counties  in  the  number  of  counties  where  govern¬ 
ment  exceeded  private  sectors  than  to  the  remaining  classifications  of  nonmetro 
counties.  For  the  number  of  sectors  exceeded  by  government  and  the  percentage  of  the 
labor  force  employed  by  government,  rural  counties  varied  from  urbanized  and  less  ur¬ 
banized  counties. 

The  role  of  governmental  employment  in  local  economies  also  varied  by  the  type  of 
measure  used.  Government  employment  was  greater  than  the  employment  of  all  specified 
sectors  (except  for  farming-agriculture)  in  over  one-half  of  the  nonmetro  counties. 
Government  employment  was  the  most  important  source  of  employment  in  11  percent  and 
was  the  second  most  important  employer  in  29  percent  of  nonmetro  counties  (despite  the 
general  percent  of  counties  where  government  employment  exceeded  private  employment) . 

In  60  percent  of  the  counties,  government  employment  ranked  no  higher  than  third. 

Although  SNL  governments  were  either  the  first  or  second  most  important  employer 
in  40  percent  of  nonmetro  counties,  governments  had  as  much  as  25  percent  of  total  em¬ 
ployment  in  less  than  seven  percent  of  nonmetro  counties.  Government  employment  was 
less  than  15  percent  of  total  employment  in  58  percent  of  nonmetro  counties.  Although 
SNL  governments  did  not  represent  an  overly  large  share  of  employment  in  a  majority  of 
counties,  average  sector  employment  indicated  that  governments  were  the  second  most  im¬ 
portant  employer  in  totally  rural  counties  not  adjacent  to  a  SMSA  but  ranked  no  higher 
than  third  in  the  remaining  nonmetro  counties.  In  almost  all  cases,  the  role  of  gov¬ 
ernment  employment  in  local  economies  was  greater  in  1976  than  in  1969. 

The  Importance  of  Government  Earnings 


Employment  alone  may  not  necessarily  be  the  best  measure  of  the  role  or  importance 
of  governments  in  local  economies.  If  governments  have  higher  pay  scales  than  other 
sectors  (as  is  frequently  assumed)  the  earnings  received  from  governmental  employment 
may  indicate  an  increase  in  the  number  of  counties  where  governments  have  a  more  im¬ 
portant  role  in  the  local  economy  than  employment  indicated.  The  examination  of  the 
role  of  governmental  earnings  in  the  local  economy  parallels  the  discussion  of  employ¬ 
ment.  The  earnings  analysis  is  not  discussed  in  the  same  detail  as  the  employment 
analysis  however. 

Earnings  from  government  employment  exceeded  the  earnings  from  private  sector  em¬ 
ployment  in  a  majority  of  counties  (table  7).  As  occurred  for  employment,  the  percen¬ 
tage  of  counties  with  government  earnings  exceeding  private  sector  earnings  generally 
increased  between  1969  and  1976.  The  percentage  of  nonmetro  counties  with  government 
earnings  exceeding  private  sector  earnings  increased  from  the  employment  analysis  for 
farming-agriculture,  total  trade,  and  services  and  decreased  for  the  remaining  sectors 
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Table  6 — Average  county  employment  for  selected  sectors,  by  metropolitan  status,  1976  and  1969 
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1/ Adjacent  to  a  SMSA. 

2/Not  adjacent  to  a  SMSA. 

^/Transportation,  utilities,  and  communication 


Table  7 — Counties  where  earnings  from  government  employment  exceeded  private  sector  employment 

sector  and  metropolitan  status,  1976  and  1969 
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_1/ Adjacent  to  a  SMSA 
2/Not  adjacent  to  a  SMSA. 

3/Transportation,  utilities,  and  communication. 


(tables  3,  7).  6 J  More  counties  in  less  urbanized  and  totally  rural  areas  had  govern¬ 
ment  earnings  greater  than  farming  earnings  than  what  occurred  for  employment  but  the 
opposite  occurred  for  urbanized  counties.  While  the  results  were  somewhat  mixed,  gov¬ 
ernment  generally  exceeded  the  private  sector  in  more  counties  when  employment  was 
examined  than  when  earnings  were  examined. 

Governmental  earnings  were  the  most  important  single  source  of  earnings  within 
the  county  in  almost  11  percent  of  the  counties  (table  8) .  The  percentage  of  metro 
counties  where  governmental  earnings  were  either  the  first  or  second  most  important 
source  of  earnings  increased  from  22  percent  in  1969  to  30  percent  in  1976.  Govern¬ 
mental  earnings  were  the  first  or  second  most  important  source  of  earnings  in  38  per¬ 
cent  of  all  nonmetro  counties  but  one-half  of  those  totally  rural  counties  not  adja¬ 
cent  to  a  SMSA.  The  number  of  nonmetro  counties  where  government  ranked  high  (i.e.  1 
or  2)  was  greater  for  earnings  than  for  employment  only  in  urbanized  counties. 

While  60  percent  of  the  counties  had  less  than  15  percent  of  the  work  force  em¬ 
ployed  by  SNL  governments,  65  percent  of  the  counties  had  governmental  earnings  repre¬ 
senting  less  than  15  percent  of  total  earnings  (table  9).  In  contrast,  governmental 
earnings  were  less  than  15  percent  of  total  earnings  in  76  percent  of  U.S.  counties 
in  1969.  About  63  percent  of  nonmetro  counties  had  less  than  15  percent  but  nine  per¬ 
cent  of  the  counties  had  over  25  percent  of  their  earnings  coming  from  SNL  govern¬ 
mental  employment. 

Based  on  average  sector  earnings,  farming  was  the  most  important  sector  in  total¬ 
ly  rural  counties  not  adjacent  to  SMSAs  followed  by  manufacturing,  government  and 
trade  (table  10).  This  hierarchy  is  similar  to  the  one  found  for  employment  except 
that  manufacturing  and  government  changed  places.  That  is,  the  county  average  earn¬ 
ings  from  manufacturing  was  greater  than  the  average  earnings  from  government  despite 
government  having  more  employees.  A  greater  percentage  of  counties  with  both  rela¬ 
tively  low  and  relatively  high  percentages  of  earnings  were  found  than  occurred  with 
employment.  That  is,  more  counties  were  included  in  both  ends  of  the  distribution. 

The  differences  in  the  number  of  counties  found  between  the  employment  and  in¬ 
come  analyses  could  occur  for  several  reasons.  First,  employment  was  based  on  the 
total  number  of  persons  working  and  not  on  full-time  equivalents.  Therefore,  differ¬ 
ences  in  the  usage  of  part-time  personnel  could  create  the  shift  between  the  employ¬ 
ment  and  earnings  comparisons.  Second,  assuming  equal  distributions  of  part-time  and 
full-time  personnel,  perhaps  governments  paid  less  on  the  average  and/or  purchased 
different  skills  than  the  private  sectors.  Where  the  percentage  of  counties  with 
government  earnings  exceeding  sector  earnings  was  greater  than  the  percentage  of 
counties  with  government  employment  exceeding  sector  employment,  such  as  trade  and 
services  in  nonmetro  areas,  either  governments  provided  fewer  part-time  opportunities 
or  paid  better  on  the  average  than  the  sector. 

Regional  Variations 

The  percentage  of  counties  with  government  employment  greater  than  employment  of 
private  sectors  varied  dramatically  between  geographic  regions.  For  example,  govern¬ 
ment  employment  was  greater  than  farming  employment  in  96  percent  of  the  counties  in 
the  Northeast  but  only  39  percent  of  the  counties  in  the  North  Central  region  (table 
11) .  Government  employment  was  greater  than  manufacturing  employment  in  26  percent  of 
the  Northeast  counties  but  79  percent  of  the  Western  counties.  While  the  percentage 


6/Farm  proprietors  earnings  and  farm  labor  wage  and  salary  earnings  were  combined. 
The  combined  total  resulted  in  negative  income  for  some  counties  since  negative  pro¬ 
prietors'  earnings  were  possible.  This  would  tend  to  overstate  the  magnitude  of 
government  relative  to  farming. 
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Table  8 — Frequency  distribution  of  counties  based  on  the  number  of  sectors  where  earnings  from  government 
employment  exceeded  sector  employment  earnings,  by  metropolitan  status,  1976  and  1969 
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1/ Adjacent  to  a  SMSA. 
2^/Not  adjacent  to  a  SMSA. 


Table  9 — Frequency  distribution  of  counties  based  on  the  percentage  earnings  from  governmental  employment  is  of  total 

earnings,  by  metropolitan  status,  1976  and  1969 
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Table  11 — Counties  where  government  employment  exceeded  private  sector  employment,  by  region  and  metropolitan  status,  1976 
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1/ Adjacent  to  a  SMSA. 

2/Not  adjacent  to  a  SMSA. 
3/Excludes  Alaska  and  Hawaii 


of  counties  differed  between  regions,  the  percentage  of  counties  with  government  employ¬ 
ment  exceeding  sector  (except  for  farming  and  mining)  employment  was  almost  always 
higher  in  nonmetro  counties  than  in  metro  counties  regardless  of  region.  In  addition, 
the  percentage  of  nonmetro  counties  generally  varied  inversely  with  the  size  of  the 
urban  population  except  no  systemmatic  pattern  seemed  to  exist  in  the  West.  More  non¬ 
metro  counties  adjacent  to  SMSAs  had  government  exceeding  private  sector  employment 
than  occurred  in  counties  not  adjacent  to  SMSAs.  The  role  of  State  and  local  govern¬ 
ments  generally  increased  as  counties  became  more  rural. 

The  relationship  between  the  percentage  of  counties  with  government  employment  ex¬ 
ceeding  private  sector  employment  and  the  percentage  with  government  income  exceeding 
private  sector  income  (table  12)  was  generally  consistent  between  regions.  With  the 
exception  of  farming  and  total  trade,  the  percentage  of  counties  with  government  ex¬ 
ceeding  the  private  sector  was  generally  greater  for  employment  than  for  earnings. 

The  percentage  of  counties  with  governments  either  the  first  or  second  most  im¬ 
portant  source  of  employment  varied  from  32  percent  in  the  South  to  52  percent  ,in  the 
West  (table  13) .  The  percentage  of  counties  with  government  employment  either  the 
primary  or  secondary  source  of  employment  was  higher  in  nonmetro  than  in  metro  areas 
except  in  the  South  where  both  areas  were  equal.  Generally,  a  greater  proportion  of 
totally  rural  counties  had  government  employment  as  either  the  first  or  second  most 
important  source  of  employment  than  did  other  nonmetro  counties  except  in  the  Northeast. 
In  most  cases,  a  smaller  percentage  of  counties  had  government  earnings  as  a  major 
source  of  earnings  than  occurred  for  employment  (table  14) . 

The  percentage  of  counties  where  government  employment  represented  less  than  15 
percent  of  total  employment  varied  from  68  percent  in  the  South  to  41  percent  in  the 
West  (table  15).  Counties  with  government  employment  accounting  for  as  much  as  25  per¬ 
cent  of  total  employment  varied  from  11  percent  in  the  West  to  slightly  less  than  six 
percent  in  the  North  Central  and  Southern  regions.  With  the  exception  of  the  South, 
metro  counties  tended  to  have  a  smaller  percentage  of  total  employment  in  government 
than  did  nonmetro  counties.  No  consistent  pattern  seemed  to  exist  within  nonmetro¬ 
politan  areas  across  regions. 

Examining  government  earnings  relative  to  total  earnings,  the  percentage  of  coun¬ 
ties  shifted  toward  the  two  ends  of  the  distribution  compared  to  what  was  found  for 
employment  (table  16) .  While  the  percentage  of  counties  with  less  than  15  percent  of 
earnings  increased  considerably,  the  increase  in  those  counties  with  more  than  25  per¬ 
cent  of  earnings  from  government  was  fairly  small.  The  percentage  of  counties  with  a 
high  proportion  of  earnings  from  government  decreased  only  in  the  Northeast. 


CONCLUSIONS 

The  role  of  governmental  employment  varied  by  metropolitan  status,  by  the  type  of 
measure  used  and  by  geographic  region.  In  general,  more  nonmetro  counties  had  govern¬ 
ment  employment-earnings  greater  than  private  sector  employment-earnings  than  occurred 
in  metro  counties.  While  governments  were  either  the  first  or  second  most  important 
employer  in  40  percent  of  nonmetro  U.S.  counties,  governments  had  as  much  as  25  per¬ 
cent  of  total  employment  in  less  than  seven  percent  of  nonmetro  counties.  Governmen¬ 
tal  earnings  tended  to  be  less  important  relative  to  private  sector  earnings  than 
occurred  for  employment.  The  distribution  of  counties  based  on  governmental  earnings 
relative  to  total  earnings  resulted  in  a  greater  percentage  of  counties  on  both  ends 
of  the  distribution  than  occurred  for  employment. 
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Table  12 — Counties  where  earnings  from  governmental  employment  exceeded  private  sector  employment 

earnings,  by  region  and  metropolitan  status,  1976 
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1/Adjacent  to  a  SMSA. 

2/Not  adjacent  to  a  SMSA. 
3/Excludes  Alaska  and  Hawaii. 
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1/ Adjacent  to  a  SMSA. 

2/Not  adjacent  to  a  SMSA. 
3/Excludes  Alaska  and  Hawaii. 


Table  15 — Frequency  distribution  of  counties  based  on  the  percentage  government  employment  is  of  total 

employment,  by  region  and  metropolitan  status,  1976 
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1/Adjacent  to  a  SMSA. 

7/Not  adjacent  to  a  SMSA. 
3/Excludes  Alaska  and  Hawaii 


Table  16 — Frequency  distribution  of  counties  based  on  the  percentage  earnings  from  government 
_ employment  is  of  total  earnings,  by  region  and  metropolitan  status,  1976 _ 
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While  state  and  local  governments  increased  employment  through  time  in  both  an 
absolute  and  relative  sense  and  governments  were  an  important  source  of  employment  and 
earnings  in  a  number  of  counties,  the  local  economies  of  most  counties  were  diversified 
enough  so  that  governmental  earnings  and  employment  were  neither  the  first  nor  second 
most  important  source  of  employment  and  few  had  a  large  percentage  of  either  earnings 
or  employment  from  government  sources. 

The  government  sector  tended  to  play  a  larger  role  relative  to  private  sectors  in 
nonmetro  areas  than  in  metro  areas.  Considerable  variability  was  found  within  nonmetro 
classifications  so  that  totally  rural  counties  were  generally  not  like  urbanized  non¬ 
metro  counties.  In  addition,  regardless  of  the  size  of  the  nonmetro  urban  population, 
governments  were  more  important  in  counties  adjacent  to  SMSAs  than  in  counties  not  ad¬ 
jacent  to  SMSAs.  This  result  could  be  caused  by  BEA  employment  data  being  determined 
on  the  basis  of  place  of  work.  Local  governments  sometimes  require  employees  to  live 
within  the  jurisdiction  of  employment — a  constraint  not  applicable  to  the  private  sec¬ 
tor.  Therefore,  a  greater  ratio  of  government  to  private  sector  workers  may  occur  in 
those  counties  subject  to  out-commuting  of  private  sector  workers  since  the  public 
employees  would  be  required  to  provide  services  to  such  workers. 

This  analysis  concentrated  on  the  size  of  the  public  sector  relative  to  selected 
private  sectors.  What  became  apparent  was  that  when  one  starts  to  assert  the  relative 
importance  of  State  and  local  governments  as  a  source  of  employment  and  earnings  in 
nonmetro  areas,  several  qualifiers  would  be  necessary  and  it  would  still  be  difficult 
to  discuss  a  definitive  majority  of  counties.  Assessing  the  relative  sizes  of  the 
public  and  private  sectors  also  indicates  the  potential  difficulty  local  economies 
could  have  in  making  short-run  adjustments  to  cuts  in  the  public  sector  budget.  Ob¬ 
viously  characteristics  such  as  existing  unemployment  rates,  industrial  composition, 
characteristics  of  the  public  work  force  released  and  the  private  work  force  employed 
and  so  forth  also  would  play  an  important  role  in  the  ease  or  difficulty  in  absorbing 
"additional"  workers. 

Restrictions  on  property  tax  revenues  could  be  offset  through  user  charges  or 
other  taxes.  Reductions  in  intergovernmental  transfers  might  be  offset  through  in¬ 
creased  local  or  State  tax  efforts.  If  reductions  in  budgets  can  not  be  offset  and 
services  (and  therefore  personnel)  must  be  reduced,  the  range  of  data  noted  indicated 
some  counties  would  have  severe  hardship  and  others  would  only  be  slightly  effected, 
regardless  of  region  or  metro  status,  if  the  public  sector  reduced  employment.  The 
local  economies  of  even  totally  rural  counties  are  frequently  very  diversified. 
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